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SPECIAL NOTICE. 
INCOME TAX. 


ANNUAL RETURNS OF NET INCOME must be filed by all corporations 
on or before March 1, unless extension of time is granted by the collector. Forms 
may be obtained from the local collector of internal revenue. 


DOMESTIC CORPORATIONS. 
ARKANSAS. 


PERSONAL LIABILITY OF OFFICERS FOR FAILURE TO REPORT 
the condition of the corporation, as require by sec. $48, Kirby’s Dig., is limited to 
debts of the company growing out of contracts and does not extend to obligations 


arising from torts even when such tort obligations are reduced to judgments. Taylor 
v. Dexter, 189 S. W. 1060. 


CALIFORNIA. 


A CORPORATE MORTGAGE MAY BE RATIFIED by subsequent recog- 


nition by the board of directors so as to be binding upon the company. Doerr v. 
Fandango Lumber Co., 160 Pac. 406. 


COLORADO. 


FAILURE TO FILE ANNUAL REPORT. Revised Statutes 1908, Sec. 1911, 
as amended by Laws of 1911, ch. 102, requires every corporation, domestic and 
foreign, to file an annual report. If such corporation refuses or omits to file the 
report within the time prescribed all the officers and directors become jointly and 
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severally and individually liable for all debts of the corporation for the twelve 
months preceding the date on which it should have been filed (136 Pac. 467) and 
until the report is made and filed. This personal liability may be enforced by 
creditors not only in the courts of Colorado but in the courts of other states also 
(124 Pac. 414). In a recent case it is also held that the liability may be enforced 
by an assignee of creditors. The Colorado Chalmers Motor Company failed to 
file the report. Eight of its creditors assigned their claims to an adjustment com- 
pany, which was allowed to recover from the directors individually. Credit Men’s 
Adjustment Co. v. Vickery, 161 Pac. 297. 

This statute is one of many which impose a personal liability on directors or 
Officers for failure to file returns. The Corporation Trust Company’s Report and 
‘Tax Service guards against such liability by timely notice to the counsel of the 
corporation of reports to be filed and taxes to be paid in every state and in the 
provinces of Canada. 


DELAWARE. 


POWER OF CORPORATION TO PURCHASE ITS OWN STOCK. “The 
prevailing rule in the United States appears to be that a corporation may buy its 
own stock if the interest of creditors be not adversely affected, and if its power to 
buy be not restricted by its charter or by general law. * * * That such a 
restriction exists in the general corporation law of Delaware (25 Del. Laws, c. 
154 sec. 1) appears in section 19, which provides as follows: 

“* ‘Every corporation organized under this chapter shall have the power to pur- 
chase, hold, sell and transfer shares of its own capital stock; provided that no such 
corporation shall use its funds or property for the purchase of its own 
shares of capital stock when such use would cause any impairment of the 
capital of the corporation.’ This gives the power to buy, but a restricted power; 
the corporate funds may not be so used when the purchase would impair the com- 
pany’s capital.” The decision in Re International Radiator Co., 92 Atl. 255, No. 
46 Corporation Trust Co. Journal, is followed. West Penn Chemical & Mfg. Co. 
v. Prentice, 236 Fed. 891. 


GEORGIA. 


AUTHORITY OF OFFICERS. It is presumed, unless evidence appears to 
the contrary, that a corporate secretary and treasurer is a proper officer to sign 


notes for the corporation. Dawson Paper Shell Pecan Co. v. Montezuma Fertilizer 
Co., 90 S. E. 984. 


ILLINOIS. 


ANNUAL REPORT. An annual report is required in February of each year 
from domestic and foreign corporations. The failure to file this report is prima 
facie evidence that the corporation is out of business and works a forfeiture of the 
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charter or right to do business. The corporation may be reinstated later upon the 
payment of fees and penalties. The Secretary of State holds that application for 
such reinstatement must be made within one year from the period of default. 


PROTECTION OF MINORITY STOCKHOLDERS. “The rule is well 
settled that where one corporation owns a majority of the capital stock of another, 
so that it controls the latter corporation, or where one or more individuals own a 
majority of the capital stock in two or more corporations and manipulate the affairs 
of one for their benefit and to the injury of the minority stockholders in the other 
corporation, a court of equity will intervene, at the instance of the minority stock- 
holders in the latter corporation, to protect their interests in the premises.”” Merle 
v. Beifeld, 114 N. E. 369. 


MICHIGAN. 


STOCK ISSUED FOR PATENTS, DOMESTIC AND FOREIGN. Out ofa 
total capital stock of $200,000, $90,000 in par value was voted by the directors 
in payment for promotion expenses and for a United States patent on air com- 
pressors. The application for the patent was denied, and no letters patent were 
ever issued thereon by the United States. Letters patent had been issued by 
Great Britain, Italy, France, Dominion of Canada and Germany. These were 
turned over to the company in lieu of the United States patent, under agreement 


that as soon as the letters patent of the United States were issued and conveyed to 
the company, the foreign patents would be returned. In a suit by certain stock- 
holders the contract and shares issued in payment were cancelled. No one seriously 
proposed to make use of the foreign patents at this stage of the development of the 
company. The substitution of the foreign patents for the patent of the United States 
so as to permit the issuing of the stock operated as a fraud upon the rest of the 
stockholders. In re American Air Compressor Co., 160 N. W. 388. 


EXORBITANT SALARIES OF OFFICERS. “Undoubtedly an officer of 
a corporation may receive an exorbitant salary without incurring criminal respon- 
sibility therefor, if it is authorized by competent authority, or received in good 
faith as compensation for services. But in this case it is charged that respondent 
conspired with other directors and officers of the company, who had control of 
its property, to wrongfully and secretly convert its funds to their own personal 
uses; that in so doing they were not governed by the idea of compensation, and 
that they called the moneys so taken ‘salaries’ only as a cover for their defalcations. 
If the charge is true, their conduct comes fairly within the terms of the statute 
{covering embezzlement) under which they were indicted.” People v. Lay, 160 
N. W. 467. 


SECRET PROCESS AS PAYMENT FOR STOCK. A secret process used 
in the manufacture of saw blades is property capable under the statute of being 
appropriated in payment of capital stock. Durand v. Brown, 236 Fed. 609. 
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LIABILITY WITH RESPECT TO STOCK ISSUED FOR PROPERTY 
AT OVERVALUATION. It is the settled rule in Michigan that stock issued as 
paid-up and non-assessable cannot be assessed in the absence of fraud. “The 
fact that in the corporate reports for 1907 and later years patents and formulas were 
carried at much less than the aggregate valuations put in the articles of association 
upon patents and ‘secret process’ does not strongly tend to show fraud in the origina) 
valuation.” Durand v. Brown, 236 Fed. 609. 


NOTICE OF STOCKHOLDERS’ MEETING need not be sent to one to whom 
stock has been assigned in blank as collateral security, but had never been trans- 
ferred on the books of the corporation. Osborn v. Detroit Kraut Co., 160 N. W. 442. 


POWER OF DIRECTORS TO AUTHORIZE MORTGAGE. It is not 
necessary to hold a stockholders’ meeting to authorize a mortgage to secure cor- 
porate debts that do not increase the ‘ndebtedness of the company. The direc- 


tors have the power to authorize the execution of such a mortgage. Osborn v. 
Detroit Kraut Co., 160 N. W. 442. 


MINNESOTA. 


SIMILARITY OF NAMES. In November, 1911, plaintiff's corporate name 


was changed to “Jordan Sulphur Springs & Mud Bath Sanitarium Company.” 
The defendant was incorporated in May, 1914, under the name of “Mudbaden 


Sulphur Springs Company.”’ The two companies were located in the same com- 
munity. There was confusion in delivery of mail, express and freight and in tele- 
phone calls. Prospective patrons were misled by the similarity of names. Relief, 
however, is denied. The confusion arises from use of the words “sulphur springs,” 
which both parties have the right to use. Jordan Sulphur Springs & Mud Bath 
Sanitarium Co. v. Mudbaden Sulphur Springs Co., 160 N. W. 252. 


MISSOURI. 


AUTHORIZATION OF CHATTEL MORTGAGE. Neither a director, a 
treasurer or manager has authority by virtue of his office to execute a chattel mort- 
gage on corporate property. Where such a mortgage is not sealed with the cor- 
porate seal, a prima facie case of its validity is not made. Danglade & Robinson 
Mining Co. vs. Mexico-Joplin Land Co., 190 S. W. 35. 


LIABILITY FOR DEBTS OF ANOTHER is not incurred by one corporation 
keeping an oversight as a creditor over the business, management and operations 
of another corporation, but when one corporation conducts the business of another 
as a department of its own, it is responsible for the obligations incurred in so —e 
Chicago Mill & Lumber Co. v. Boatmen’s Bank, 234 Fed. 41. 
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NEBRASKA. 


SUBSCRIBERS TO THE STOCK OF A DE FACTO CORPORATION ARE 
LIABLE TO CREDITORS of the corporation for unpaid subscriptions even though 
only a small part of the capital was subscribed, where it was shown that they organ- 
ized the corporation by electing directors and other officers, entered into contracts, 
and held directors’ and stockholders’ meetings. Allan v. Rhodes, 230 Fed. 321. 


NEW YORK. 


IN A SUIT TO RESTRAIN PROCEEDINGS TO DISSOLVE a New York 
corporation, alleged to have been instituted so that a foreign corporation which 
owned stock in it might escape liability on a guaranty of its preferred stock, a tem- 
porary injunction is granted. Brown v. Mitchell-Lewis Motor Co., 174 N. Y. 
App. Div. 420. 


FALSE REPRESENTATIONS INDUCING PURCHASE OF CORPORATE 
STOCK. One who was a president and director of a mining corporation is liable 
in damages to a purchaser of stock from a third person, when the purchase was 
induced by false statements in a letter and prosp2ctus, issued by him, although 
he believed the statements to be true. Bystrom v. Villard, 162 N. Y. Supp. 100. 


DUTY TO REGISTER STOCK. The purchaser of certificates of stock in- 
dorsed for transfer in blank owes no special duty to the vendor to see that it is 
registered in his name or that of his subsequent vendee. ‘The seller has made the 
situation possible by his delivery of the stock indorsed in blank, and can cast no 
additional burden upon the buyer by so doing. It is as much the right and duty 
of the transferror of shares of stock to procure the proper transfer to be made upon 
the books of the corporation as it is of the transferee.” Richards v. Robin, 162 N. Y. 
Supp. 12, 


NORTH DAKOTA. 


TRANSFER OF STOCK. A written assignment of stock is not essential to 
transfer a good title. McLennan v. Plummer, 158 N. W. 269. 


PENNSYLVANIA. 


FORFEITURE OF CORPORATE FRANCHISE BY NONUSER can only be 
determined in a direct proceeding by the commonwealth. It is not a proper defense 
to a damage suit brought by the corporation against another corporation. Key- 
stune Wood Co. v. Susquehanna Boom Co., 235 Fed. 800. 


_* 


NOTICE OF CORPORATE EXISTENCE. Appearance of the name, “Mexico 
American Colony Association,” on an office door, did not impart notice that the 
occupant was a corporation, articles of incorporation not having been filed with the 
Secretary of State of Texas. Luck v. Alamo Printing Co., 190 S. W. 204. 
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TITLE OF RECORD HOLDER OF STOCK. “When shares of a corpora- 
tion are offered for sale by the person named in the certificate, an intending purchaser 
is not required to look beyond the recitals of the certificate in regard to his title or 
the equities of the corporation: or to suspect fraud in the issuing of the shares when 
all seems fair and honest.” Brown v. Wright, 161 Pac, 448. 


VIRGINIA. 


EXCESS PROPERTY. The transfer of property to a corporation in excess 
of its charter rights is not void. The title passes subject to the right of the Common- 
wealth to avoid it in a direct proceeding for that purpose. Collins v. Doyle’s 
Ex’r., 89 S. E. 88. 


A PLEA IN ABATEMENT TO THE COURT’S JURISDICTION in behalf 
of a corporate defendant must be filed by its attorney in his name and not in the 


name of the corporation. Culpeper Nat. Bank v. Tidewater Improvement Co., 
89 S. E. 118. 


WASHINGTON. 


SURRENDER OF STOCK TO CORPORATION FOR RESALE. Part of 
the capital stock of a corporation voted for properties acquired by the corporation 
was turned back into the treasury of the corporation to be sold for the benefit 
and use of the corporation. A purchaser of a part of this stock from the corpora- 
tion brought suit to recover money paid thereon and to cancel notes and deeds 
for land given in payment for the balance, alleging among other things that the 
retransfer of the stock by the original holders was a fraudulent manipulation, a 
dealing by the corporation in its own stock and an impairment of its capital con- 
trary to Sec. 3697 Rem. Code, 1915. The Court holds, however, that: “The 
statute does not declare, and we know of no rule of public policy that would require 
a holding, that a corporation cannot acquire by gift and for its own benefit shares 
that had theretofore been issued to an individual. The vice at which the statute 
is directed is the disbursement of the acquired assets of a company in the purchase 
of its own stock. If that could be done, it would readily follow that the directors 
of a corporation might, in consideration of a retransfer of their stock, keep them- 
selves financially whole, leaving nothing to the creditors. Or, to put it another 
way, the stock is only representative of the money worth of the corporation. If 
a trade in the stock impairs the money worth of the stock, it is proscribed. If it 
does not, it is not an unlawful thing.” Shaw v. Carr, 161 Pac. 345. 


WYOMING. 


CONDITIONAL SUBSCRIPTION AND PAYMENT BY PROPERTY. A 
subscriber to stock added to his signature the word “‘conditional,’’ and received 
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— 


from the organizer, who circulated the subscription list, a written statement certify- 
ing to the fact that he had signed the list conditionally, and that it was understood 
that the company would take in full payment for the stock a certain town lot, and 
that he would not be liable for the subscription unless the company accepted the same 
under these conditions. In a suit to recover money for the subscription, the 
condition is upheld as valid and binding upon the corporation, and that as the prop- 
erty had been accepted, the subscriber was not liable. Natwick v. Terwilliger, 160 
Pac. 338. 


UNITED STATES SUPREME COURT. 


BLUE SKY LAWS OF OHIO, MICHIGAN AND SOUTH DAKOTA ARE 
CONSTITUTIONAL. So-called “blue sky laws” are aimed at “speculative 
schemes which have no more basis than so many feet of ‘blue sky’ * * * “‘fly- 
by-night concerns, visionary oil wells, distant gold mines and other like fraudulent 
exploitations.” The prevention of deception is within the competency of gov- 
ernment. The purpose being legal, the question only remains, as to whether the 
manner in which it is accomplished by blue sky laws is illegal. It was contended 
that the Ohio law gives the superintendent of banks as “‘commissioner”’ arbitrary 
power to refuse licenses and to place restrictions and burdens on the conduct of 
business of one who has obtained a license. The statute, however, gives the right 
to judicial review of his action. “Pending such review we must accord to the 
commissioner a proper sense of duty and the presumption that the functions en- 
trusted to him will be executed in the public interest not wantonly or arbitrarily 
to deny a license or to take one away from a reputable dealer.” Alleged discrim- 
inations, the Court holds, are not arbitrary but are within the State’s power of 
classification. The law is limited to dealers and the disposition of securities ‘“‘with- 
in the State” and is therefore not a burden upon interstate commerce. Special 
emphasis was laid in the Michigan case on the provision exempting securities listed 
in any “standard manuals of investment” approved by the commission. It will 
not be presumed, however, that wanton action would be taken by the commis- 
sion under this provision. If there should be “‘such disregard of duty, a remedy 
in the courts is explicitly given, and if it were not given it would necessarily be 
implied.”” The law “‘burdens honest business, it is true, but burdens it only that 
under its forms dishonest business may not be done. This manifestly cannot be 
accomplished by mere declaration; there must be conditions imposed and provi- 
sion made for their performance. Expense may thereby be caused and incon- 
venience, but to arrest the power of the State by such considerations would make 
it impotent to discharge its function. It costs something to be governed.” 

The statute of South Dakota differs in some details from the statute of Ohio, 
but in its purpose and general provisions it is the same. Hall v. Geiger-Jones 
Co. (No. 438, 439, 440, Oct. Term, 1916), Merrick et al. v. Halsey & Co. et al. (No. 
413, Oct. Term, 1916), Caldwell v. Sioux Falls Stock Yards Co. et al. (No. 386, 
Oct. Term, 1916). 
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FOREIGN CORPORATIONS 


ILLINOIS. 


DOING BUSINESS. The giving of notes by a foreign corporation is not 
transacting business in this State. It was not the intention of the statute that a 
foreign corporation could not incur indebtedness in this state for the purchase of 
supplies or property or otherwise, or give notes or obligations for its indebtedness, 
without complying with the conditions for procuring a license to transact busi- 
ness. Plew v. Board, 113 N. E. 603. 


MINNESOTA. 


CORPORATE EXISTENCE need not be proven in a suit by a foreign corpora- 
tion te recover for merchandise sold and delivered. The plaintiff alleged it was 
an Illin is corporation, the defendant specifically denied it, but the fact of corporate 
existence was nevertheless not a material issue. Moorman Mfg. Co. v. Haack, 
160 N. W. 258. 


MISSISSIPPI. 


1916 AMENDMENT TO FOREIGN CORPORATION LAW IS NOT RETP.O- 
ACTIVE. A Maryland corporation lending money on mortgage security in Missis- 
sippi had complied with the provisions of section 935, Code of 1906. This section 
was subsequently amended by Chap. 92, Laws of 1916. Demand was made by 
the Secretary of State that the company refile its charter and pay the fees prescribed 
by the new act. The company complied under protest and then brought suit to 
recover the fees paid. Recovery is allowed. The new act is not retroactive; it 
merely amends the old law. In its amended form it embraces foreign corporations 
in fact doing business in the State without having filed their charters. As to the 
purposes of the law the Court says: ‘The exaction of this license or charter fee is 
not primarily for the purpose of raising revenue, but is a method of regulating 
and supervising the corporate business done in our State by foreign corporations. 
The filing of these charters gives needed information to those doing business with 
foreign corporations, and no good could be accomplished by refiling these charters.” 
Power vs. Calvert Mortgage Co.. 73 So. 51. 


MISSOURI. 


PROTECTION OF NAME OF UNLICENSED CORPORATION doing 
business in the State against a domestic company of like name will be afforded 
where it is shown that the domestic company adopted its name fraudulently and 
in order to appropriate the foreign corporation’s business in the State. The approval 
of the domestic company’s name by the Secretary of State was permissive and not 
mandatory. “He had no equitable powers. His authority was confined to com- 
paring plaintiff’s name with the names of other corporations licensed to do business 
in the State, and ascertaining whether there was such similitude as would be likely 
to confuse and mislead. He had no power to consider the course of trade of different 
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corporations, and determine whether plaintiff’s name was chosen for the fraudulent 
purpose of unfair competition.”” General Film Co. of Mo. v. General Film Co. of 
Me., 237 Fed. 64. 


# NEVADA. 


SERVICE OF PROCESS BY DELIVERING COPY TO THE SECRETARY 
OF STATE, as provided in Revised Laws, section 5025, is not due process of law 
as no provision is made for forwarding notification to the corporation. “It would 
be difficult to conceive a method of constructive service better calculated not to 
accomplish the object for which service of summons is designed.” A Utah cor- 
poration owning mining claims in Nevada failed to qualify as a foreign corporation. 
It was sued and service was obtained merely by delivering a copy of the process 
to the Secretary of State. The company had no actual notice of the suit. As 
a result judgment was entered by default and its mining claims were sold on exe- 
cution. For the above reason the case is reopened and the defendant is given an 
opportunity to present its defense on the merits. King Tonopah Mining Co. v. 
Lynch, 232 Fed. 485. 


NEW YORK. 


SERVICE OF PROCESS. An agent of a foreign corporation who had an office 
in New York where he received orders which he transmitted to the corporation, 
but had no authority to close contracts, is not a “managing agent’’ upon whom process 
may be served under Code Civ. Proc. Sec. 432. Franco-American Chemical Co. v. 
McKee Glass Co., 232 Fed. 198. 


TAXATION 
{LLINOIS. 


STOCK IN A FOREIGN CORPORATION OWNED BY A NON-RESIDENT 
DECEDENT is not subject to the Inheritance Tax on the ground that a part of the 
business and assets of the foreign corporation is located in Illinois. Laws of 1909 
(p. 311) enumerate the property upon which inheritance tax can be levied, as follows: 

“1. When the transfer is by will or by the intestate laws of this State, from 
any person dying, seized or possessed of the property while a resident of the State. 

“2. When the transfer is by will or intestate laws of property within the State 
and the decedent was a non-resident of the State at the time of his death.” 

Stock in a foreign corporation held by a non-resident, is not “property within 
the State.” “The owner of shares of stock in a corporation is not the owner of the 
property or of any share of the property in any legal sense.” Shareholders “have 
only a right to participate in the management of the business and its net profits, 
and, upon a termination or dissolution of the corporation, to a proportion of the 
assets after the payment of corporate debts.” People vs. Dennett, 114 N. E. 493. 
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NEW JERSEY. 


INHERITANCE TAX ON PLEDGED STOCK OF NON-RESIDENT. A 
resident of Connecticut pledged certain stocks of New Jersey corporations with a 
bank at Hartford as collateral security for a loan. He, therefore, did not own these 
stocks at his death, but at most had an interest therein, which was subject to the 
rights of the pledgee. All that was transferred by his will was the right to redeem, 
or, if the stocks had been transferred by the pledgee, the right to an accounting and 
the payment of the balance, if any, after satisfaction of the debt. Transfer tax on 
the shares in question is set aside. Security Trust Co. v. Edwards, 99 Atl. 133. 


EQUALITY OF INHERITANCE TAX. Assessment of a transfer tax on 
stocks of New Jersey corporations held by a non-resident and valued at $1,114,965, 
is upheld against an alleged objection to the provisions of Act, April 9, 1914, providing 
that the inheritance tax against non-residents shall bear the same ratio to the entire 
tax as the estate would have been subject to under the act, if the non-resident dece- 
dent had been a resident of the state and all his property had been located in the 
state as such property within the state bears to the entire estate, wherever situ- 
ated. “That the ratio rule applied in this case may not produce absolute equality 
in results may be conceded; but it will answer its purposes in the complicated rela- 
tionship of our state and federal life, if it be a businesslike, workable rule, manifestly 
the latest solution in the line pf judicial and legislative thought-upon one of the most 
abstruse problems of modern government.” Maxwell v. Edwards, 99 Atl. 138. 


NEW YORK. 


A CORPORATION OWINING REAL ESTATE IN MORE THAN ONE 
DISTRICT IN A COUNTY need not protest as to an assessment on the regular 
grievance day but may be heard on a subsequent date not later than August 3st. 
Section 36a of the Tax Law fixes no date for such an application. Opinion of Attor- 
ney General, No. 49, Advance Sheets of State Dept. Rep. 106. 


FOREIGN HOLDING COMPANY. The American District Telegraph Com- 
pany is a New Jersey corporation. It does not act as a telegraph company, but 
controls about seventy-nine subsidiary corporations organized under the laws of 
the states in which operations are conducted. Although the offices of the general 
officers of the company are in New York, the company is not doing business there 
within the meaning of the Tax Law. But if, as a matter of fact, the company at its 
New York office “makes and holds its investments for the purposes for which it 
was organized, receives and disburses at such office its income derived from its 
investments in subsidiary companies doing business within this state, depositing 
its income in banks, here and drawing upon the deposits for the payment of its 
obligations in the way of dividends to its shareholders, disbursements in main- 
taining its office, and transacting other business for which it was authorized or 
reasonably incident thereto, it is doing a part of its appropriate business as an 
investment company within this state within the cases of Pomeroy v. Railway Co. 
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113 N. E. 504 and People v. Roberts, 154 N. Y. 1, and is employing its capital to 
that extent at least within this State, within the case of People v. Glyn, 194 N. Y. 
387, and also the precise terms of sections 181 and 182 of the Tax Law.”’ Opinion. 
of Attorney General, No. 49, Advance Sheets of State Dept. Rep. 98. 


PENNSYLVANIA. 


CORPORATE LOAN TAX. The opinion of the Attorney General reported 
in 2 Dep. Rep. 1666, Corporation Journal, p. 247, that bonds of a Pennsylvania 
corporation in the hands of a non-resident trustee for a resident of Pennsylvania 
under the Act of June 17, 1913, P. L. 507 are not taxable, is reversed. Until the 
courts pass upon the question to the contrary, it is better administrative policy to: 
impose the tax. 2 Dep. Rep. 2652. 


UNFAIR METHODS OF COMPETITION 


SIMILARITY OF CORPORATE NAMES. In 1902, J. N. Lapointe caused’ 
the Lapointe Machine Tool Company to be incorporated under the laws of Maine. 
He conveyed to it all his patent rights and all his patterns, drawings, etc., for the 
manufacture of broaching tools and machines. In 1911, one Hall, who had been 
a stockholder and treasurer for several years acquired the stock control of the cor- 
poration. Friction ensued and Mr. Lapointe was practically forced out of the com- 
pany. He then organized the J. N. Lapointe Co. likewise under the laws of Maine. 
The new company manufactured the same kind of machinery as the old one. A 
bill in equity by the old company to restrain the new one from using the name 
“Lapointe” is dismissed. Evidence to prove that the public have been misled or 
that substantial confusion has been created, is lacking. Lapointe Mach. Tool Co. 
v. J. N. Lapointe Co., 99 Atl. 348. 


INCOME TAX, 


The 1917 book for this Service was delivered to subscribers on January 10. It 
consists of a compilation of all rulings and regulations in force January 1, 1917 
(290 pages), rulings and decisions reported since January 1 (26 pages), forms and 
tables (87 pages) and index (24 pages). 


RULINGS AND REGULATIONS. 


For preceding references to rulings see Corporation Journal, page 280. 

Income received from sources within the United States by foreign governments. 
is taxable and for purpose of collection of the tax at the source will be treated as. 
income of foreign corporations (p. 292). 
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One who actually supports and maintains one or more individuals who are 
closely connected with him by blood relationship, relationship by marriage or by 
adoption and whose right to exercise family control and provide for these dependent 
individuals is based upon some moral or legal obligation, may claim the exemption 
allowed to a head of a family (p. 293). 


A non-resident alien fiduciary is required to file Form No. 1041 for the estate or 
trust and Form No. 1040 on behalf of each non-resident alien beneficiary. In execu- 
ting the latter return the exemption of $3,000 or $4,000, to which the beneficiary 
is entitled, may be claimed. If the estate is in process of administration or if the 
net income is held in trust for future distribution the fiduciary will be required to 
file Form No. 1040, reporting so much of the total income of the estate as is derived 
from sources within the United States and may claim exemption of $3,000. A non- 
resident alien fiduciary cannot claim exemption from withholding at the source 
(p. 294). 


In answer to a question, the Treasury Department holds that a brokerage house, 
being the record owner of stock transferred in blank and delivered to others, will 
be presumed to be liable for the tax, unless actual ownership is established by means 
of the certificates provided for that purpose (p. 295). 


Fiduciaries are required to make returns on Form No. 1041 whenever the income 
payable to any one beneficiary, including dividends, is $3,000-or over (p. 295). 


A Pennsylvania court has held that a lessee is not liable for the income tax of a 
lessor under the terms of a lease, requiring the lessee to pay all taxes on the demised 
premises or on the business there carried on, or the receipts derived therefrom, or 
the capital stock of the lessor, or the dividends thereon, or upon the franchises of 
the lessor (p. 296). 


The value at which stock is carried on the books of the owner is not conclusive 
evidence of its actual value, according to an opinion of the Federal District Court, 
Southern District of New York (p. 300). 


Dividends declared and paid by a subsidiary are taxable to the parent corpora- 
tion when received (p. 302). 


Royalties received by lessors of property in payment for natural resources 
removed by lessee are income and not return of principal, according to the Supreme 
Court of the United States (p. 306). 


A decision of the Treasury Department prescribes the limits within which 
corporations keeping books of account may make their returns on the basis on 
which the books are kept (p. 315). 


If a corporation has surplus or undivided profits on March 1, 1913, the direc- 
tors may declare whether dividends are to be paid from such surplus or from earnings 
subsequent to March Ist. If the fund from which dividends are declared is not 
specified the presumption will be that they are declared from current. earnings 
{p. 317). 
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Interest on state, national and municipal bonds held by partnerships is deduct- 
ible by members, even though bonds are deposited as collateral for loan and interest 
is paid thereon and deducted as a partnership expense (p. 318). 


Non-resident aliens desiring refund of tax withheld at the source should file 
with their annual return of net income a statement showing accurately the amounts. 
of tax withheld and the names and post office addresses of all withholding agents 
(p. 319). 

(NOTE—The page references are to our Income Tax Service, 1917, in which 


these rulings are printed in full. Some of these rulings are formal treasury decisions; 
others are contained in letters answering specific questions.) 


FEDERAL ESTATE TAX. 


No rulings or regulations have been issued since the last issue of the Journal 
(see p. 281). 


MUNITION MANUFACTURER’S TAX. 


No rulings or regulations have been issued since the last issue of the Journal 
(see p. 282). 


MISCELLANEOUS TAXES. 


No rulings or regulations have been issued since the last issue of the Journal 
(see p. 282). 


CAPITAL STOCK TAX. 


For preceding reference see Corporation Journal, page 282. 


In a compilation of specific rulings made in answer to questions, the Treasury 
Department gives minute directions as to preparing the return on Form 707, par- 
ticularly with reference to estimating the fair value of stock under Case III (pp. 
639-641). 


Corporations in hands of receivers are not subject to this tax (p. 641). 


Where the stock of two corporations has a combined market value, but no 
separate value, the fair value of each may be ascertained by apportionment of the 
market value on the basis of the capital stock, surplus and undivided profits of 
each corporation for the year (p. 642). 


Holding companies are subject to this tax and should file the return (p. 644). 


In case of stock listed on an exchange, the highest bid price on the last day of 
the month, or the latest day in the month on which a bid was quoted, must be used 
in computing the value of the stock. If this does not indicate the fair value, the 
average quoted bid price per month may be given in a separate statement attached 
to the form (p. 645). 
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Where the figures under Case I or Case II on the form do not indicate the fair 
walue of the stock a statement of the fair value may be attached to the return for 
consideration in making the assessment (p. 645). 


Where only two or three private sales have been made which do not indicate 
the fair value of the stock, Case II and Case III may be filled out and a statement 
in explanation attached to the form (p. 645). 


The payment of this tax does no relieve a corporation from the payment of 
the special taxes on occupations imposed by the same law (p. 646). 


(NOTE.—The page references are to our War Tax Service, where these rulings 
and regulations are printed in full.) 


FEDERAL RESERVE. 


RULINGS AND REGULATIONS. 


For preceding reference see Corporation Journal, page 267. 


Informal rulings have been made regarding dividends to banks transferred from 
one district to another, the exercise of fiduciary powers in Kentucky, when accep- 
tances are commercial paper, the prohibition of the Clayton Act with regard to 
executive committees, mortgage loans and loans on agricultural paper and redis- 
count thereof (pp. 618-620), purchase of acceptances, purchase of bank’s own 
acceptances, group insurance, differential as to acceptances, pyramiding of accep- 
tance credits, acceptances against bullion, bills drawn against coin, purchase of 
warrants from member banks, compensation of member banks and acceptances 
and security therefor (pp. 634-637). 








The Law Department has published opinions on acceptances of member banks 
in connection with their liabilities, on the discount of acceptances, on banker’s 
acceptances secured by bill of sale or endorsement of paper pledged as security for 
advances to member banks, on time deposits (pp. 621-628), on demand and sight 
bills, on eligibility of warrants and on litigation involving constitutionality of 
Section 11 of the Reserve Act (pp. 638-640). 





The Federal Reserve Board has issued a statement regarding the development 
of dollar exchange, on the refunding of government bonds for 1917 (pp. 629-632), 
on the purchase of United States bonds, on dividends declared by Federal Reserve 
Banks and on refunding of United States bonds (pp. 640-644). — 


(NOTE.—The page references are to our Federal Reserve Act Service which 
reports all rulings and regulations under the Federal Reserve Act.) 


TRADE COMMISSION. 





No rulings or regulations have been issued sirice our last report (see Corpora- 
tion Journal, p. 233). 
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CONGRESS. 
THE PROPOSED REVENUE BILL. 


The two features of general interest in this bill now before Congress, and assured 

J of speedy passage if the Democrats have their way, is a tax on excess profits and 

an increase in the rates of the federal estate tax. 
The excess profits tax applies to corporations and partnerships. Corporations 
exempt from the income tax are exempt from this tax and so are partnerships doing 
the same business. Income derived from the business of life, health and accident 
: insurance combined in one policy issued on the weekly premium payment plan is 
excluded, and also income of partnerships derived from agriculture or from personal 
services. 
The tax is based on the annual income for calendar or fiscal year and will be 
; retroactive to January 1, 1917. The proposed rate is 8% of the amount by which 
such net income exceeds the sum of $5,000 plus 8% of the actual capital invested. 
That is, no corporation having $5,000 or less of income will be subject to tax and 
those having over that amount will be entitled to a further deduction equal to 8% 
of the actual capital invested. 
Actual capital invested, is defined in the law as (1) actual cash paid in, (2) the 
actual value, at the time of payment, of assets other than cash paid in, and (3) paid 
in or earned surplus and undivided profits used or employed in the business; but 
does not include money or other property borrowed by the corporation or partner- 
9 ship. Net income on which this tax is to be computed is the net income shown by the 
income tax returns. This will make the actual tax considerably more than 8% on 
corporations having an indebtedness greatly in excess of their capital stock as the 
income tax law permits only a limited amount of interest paid on indebtedness to 
be deducted from gross income in arriving at taxable net income. 

Returns will be required on or before March 1 in each year beginning in 1918. 

Foreign corporations and partnerships will be taxed on the basis of capital 
employed in business or invested in this country after deducting 8% on such capital 
and a proportion of $5,000 equal to the ratio between the capital employed here 

and the entire capital. 

* t The proposed rates of the federal estate tax are increased by 14 of the present 
rates, the minimum being 14% and the maximum 15%. 

A provision at the end of the bill in the nature of a new section to be added to the 
income tax law, will require every corporation, when called for by the Commissioner 
of Internal Revenue, to file a list of dividends, whether paid in cash or in stock, and 
the names and addresses of the stockholders and the number of shares held by each. 

Our Legislative Department is furnishing a Special Legislative Service on the 
& 7 proposed law to tax excess profits. The subscriber is furnished with a copy of the 

: bill and all amendments thereto until it is finally passed. For a further description 
of this Service address our nearest office. 


THE CORPORATION JOURNAL should be kept in a binder for convenient 
reference. We furnish a substantial binder for $1.50. 
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SERVICE. 


Service—any work done for the benefit of another (Standard Dic- 
tionary). 


The word is peculiarly fitted to express the purpose of this company. 
Take one activity, for example, our Income Tax Service: 


First, by daily inquiry at the Treasury Department our Washington 
staff obtains all new rulings, regulations and forms as soon as they 
are released for publication. 


Second, by keeping in touch with all possible sources of information 
our New York staff obtains copies of court decisions as soon as 
possible after being handed down. 


Third, our Boston, Philadelphia, Pittsburgh, Chicago and St. Louis 
offices are constantly on the alert for information arising in these 
cities. 

Fourth, Our representatives in every State call our attention to matters 
within their knowledge. 


Fifth, The whole is supplemented by contributions from our subscrib- 
ers of letters received by them from the Treasury Department 
in answer to specific questions. 


The rulings, regulations and opinions received from these many sources 
are printed on pages of uniform size, and sent at once under first-class 
postage to our subscribers. 


The subscriber, who has received a loose-leaf binder, containing all 
rulings, etc., in force at the time of subscription, inserts these new pages 
in his binder. 


Every new sheet is consecutively numbered and every new ruling 
bears back references to former pages on the same subject. Corres- 
ponding forward references are quickly made on preceding pages. 


Thus the book is at all times completely up to date and completely 
cross referenced. No matter what ruling he reads the subscriber knows 
by a glance at the margin, whether the subject has been mentioned in 
later rulings. 


An index is sent out, from time to time, as pages accumulate. 


Subscription fee for the year 1917 is $20.00, including a book con- 
taining all the rulings in force at the time of subscription. 


You will have important questions under the income tax law to decide 
before March Ist. May we not send you a copy of our Service book for 
examinatiori? 


THE CORPORATION TRUST COMPANY. 








